The current analysis investigates how immigrant status and firm location decisions of entrepreneurs affect the profitability of their entrepreneurial ventures. To categorize location decisions, we focus on the concept of enclaves and uniquely define an enclave by merging the concepts of -immigrant‖ and -ethnic enclaves.‖ Data on entrepreneurs and their ventures were provided by the Kauffman foundation and cover the years 2004-2007. These firm-level data are linked to the Census 2000 Summary Files 3 and 4 at the zip code-level of measurement and are used to empirically investigate the effect of enclaves.
Introduction
This paper makes use of firm-level data from the nationally representative Kauffman Firm Survey (KFS) alongside geographically-oriented demographic information from the U.S. Census Bureau to examine the role of immigration on the success of new businesses. The current analysis employs profitability of the entrepreneurial venture as a measure of success and examines the influences of immigrant ownership and the local immigrant population on this success measure. We find the following main results: (1) There exists a negative effect of locating in enclaves on firm profits. (2) There is no evidence for a relationship between the native/immigrant status of the individual entrepreneur and firm profits.
Immigration occurs when the benefits of the move outweigh the costs (Chowdhury & Pedace, 2007) .
Many of the same costs and benefits leading to such a move also impact the labor opportunities and outcomes of immigrants. While economic opportunity may induce immigration, language and cultural differences may hinder opportunities upon arrival to the United States. Accordingly, immigrants may choose their host community largely based on where other individuals of their type have already settled in previous as well as the current generation. We refer to these locations as -enclaves‖: communities with a particularly high representation of ethnics and/or immigrants.
1 An immigrant enclave as we will use the term in the current analysis falls somewhere between an -immigrant community‖ and the notion of an -ethnic enclave‖ as discussed in other portions of the literature.
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The reason for this pattern of immigrant settlement can be seen as economically as well as socially driven.
Locating in a community with a large number of other immigrants or migrants of one's type, often termed an -enclave‖ community, may confer upon the immigrant a certain number of benefits: (a) The immigrant will have greater access to community financial and social capital resources. 3 This is especially important for immigrant entrepreneurs, who will be of particular interest for the current analysis. (b) The immigrant enjoys the opportunity to assimilate the language and culture of the dominant culture in a well-paced fashion. This means that for immigrants who are discriminated against in the labor market of the host country due to their lack of host-country linguistic skills and other factors correlated with their immigrant-status, living in an enclave may alleviate their 1 We go into greater detail later on in the analysis explaining how to put this definition into practice. 2 For example, Pedace & Rohn (2008) write about -immigrant enclaves‖ wherin they employ a strategy of controlling for the total percentage immigrants but using country of origin to determine ethnic background of the immigrants in question. Lofstrom (2002) uses the strategy of controlling for the percentage of individuals of a particular ethnicity in the area. 3 See for example Volery (2007) for examples of how ethnic social capital is related to locational choice. employment concerns. 4 (c) An immigrant entrepreneur in particular may have a unique set of reasons predisposing them to live in an immigrant enclave. These include access to cheap labor, creating a heterogeneous product where price competition is concerned, and the ability to use co-ethnic labor and uniquely serve the needs of the enclave community. 5 Dana & Morris (2007) discuss the price competition model of enclave business choice and the use of heterogeneity through the creation of an enclave. On a similar note, Khattab (2006) uses the Israeli labor market to discuss the idea that enclaves serve both to dampen competition and in other ways shelter members of the enclave from the outside community. There is a general consensus in the literature regarding the use of family workers as well as cheaper labor in enclave entrepreneurship ventures. 6 It is also clear that enclave entrepreneurship helps alleviate concerns of unemployment which tend to be higher in many of the enclave communities. 7 The availability of such resources makes it plausible that if entrepreneurs, immigrant or otherwise, choose to locate in an enclave, it is explicitly because they would like to take advantage of these community resources for the entrepreneurial venture.
One additional difference is the location choice of the new business. Immigrants often choose their host community, in part, based on where other individuals of their type have already settled in previous as well as the current generation. Hart, et. al (2009) find that a key difference between native-and immigrant-founded firms is in their location decisions. They note that high-impact, high-tech companies founded by immigrants are more likely to be located in states with higher immigrant populations. The research of Gauthier-Loiselle and Hunt (2009) extends this concept to show the impact of such location decisions on innovation. They show that U.S. states with higher levels of immigrant college graduates have increased level of patent counts, which is attributed to the higher proportion of immigrants that receive their degrees in science and engineering.
An area of the literature also exists that examines the influence of immigration on local labor markets. Card's (2001) analysis shows that immigrant inflows can be related to occupations-specific reductions in wages and employment for the existing labor force, particularly low-skilled natives existing in gateway cities. Orrenius and 4 Various authors discuss the importance of language as a part of the discrimination of immigrants and language's subsequent relationship with the decision to be an entrepreneur (this is a part of the disadvantage hypothesis) as well as why individuals may choose to do non-entrepreneurial work in an enclave. A few sources where this issue is discussed include: Volery (2007) , Kloosterman & Rath (2003) , Min & Bozorgemehr (2003) , Zhou (2004) , Raijman (2001) . 5 Dana & Morris (2007) discuss the price competition model of enclave business choice and the use of heterogeneity through the creation of an enclave. On a similar note, (Khattab, 2006) uses the Israeli labor market to discuss the idea that enclaves serve both to dampen competition and in other ways shelter members of the enclave from the outside community. There is a general consensus in the literature regarding the use of family workers as well as cheaper labor in enclave entrepreneurship ventures. For a few examples discussing the choice of labor see Borjas (1986) or Sajin, Nijkamp & Baycan-Levent (2007) . It is also clear that enclave entrepreneurship helps alleviate concerns of unemployment which tend to be higher in many of the enclave communities. See Appold & Kasarda (2004) for a discussion on this topic. 6 For a few examples discussing the choice of labor see Borjas (1986) and Meyer (2003) relates the impact of immigration to self-employment outcomes. They find evidence that at the metropolitan level immigrant self-employment crowds out native self-employment, but that immigrant share is positively and significantly associated with higher levels of native self-employment earnings. Our analysis contrasts the latter result of Fairlie and Meyer (2003) . We find that immigrant share within a zip code is negatively and significantly related to the outcomes of new businesses located in the same zip code. The contrasting results suggest that the influences of immigration on businesses outcomes may differ at higher levels of geographic disaggregation or that these influences may affect new and existing businesses differently.
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The availability of such resources makes it plausible that if immigrant entrepreneurs choose to locate in an enclave, it is explicitly because they would like to take advantage of these community resources for the entrepreneurial venture. The type of individuals to make this location decision may also be the ones who are predisposed to succeed as entrepreneurs. The current analysis explicitly introduces an instrumental variable strategy to account for such location selection by the ability of the entrepreneur. It is also reasonable to assume that inherent productivity will vary based on immigrant ethnicity. For this reason, the analysis conditions on immigrant ethnicity and ethnic makeup of communities in determining results. This will be referred to as the -differencing‖ out of ethnic specific effects. Through instruments to account for selection and differencing to account for ethnic specific capital differences, the current analysis is able to find the effect of immigration and enclaves on firm profitability.
Immigrants are not the only individuals-or the only entrepreneurs-living in enclaves. There are also nonimmigrants and even non-ethnics who choose to locate in enclaves. By focusing on the impact of enclaves on ethnics or immigrants, the literature has largely ignored the effects of enclaves on other individuals and firms. 9 In particular, the current analysis focuses on the impact of enclaves on the larger group of entrepreneurs of varying ethnicities and locations of birth. We determine how immigrant status and living in an enclave function separately and in conjunction to affect the success of firms.
Our analysis adds to the literature in several ways (1) examining the effect of enclaves on a larger group and not simply ethnics or immigrants, (2) investigating the impact of immigrant enclaves on firm-level performance, 8 Greenwood et. al (1996) find that recent immigrants to the United States did not have a significant effect on income or employment of domestic workers. 9 One exception is Bodvarsson et al. (2008) , which examines the impact of immigration on both the supply and demand sides of labor.
(3) constructing a more complete measure of immigrant enclave than previously employed, and (4) analyzing the determinants of entrepreneurial firm success via profitability rather than focusing on the decision to become an entrepreneur.
The remaining portion of this paper is organized as follows: Section 2 of this analysis provides the motivating elements and methodology for this analysis. Section 3 provides a description of the data as well as a specific justification for the variables employed in the data analysis. The data include both the Kauffman Firm
Survey as well as geographically-oriented demographic information based on U.S. Census data. Section 4 provides results from empirically examining the characteristics of firms across foreign-and native-born owners, as well as differences of firms located in enclaves. Section 4 concludes.
Motivating Issues and Methodology:

2.a Definitions: Entrepreneurs, Enclaves, and Geography
A seemingly trivial question which in fact holds a great degree of importance for empirical research regards the appropriate definitions for several terms. Specifically, the definitions for (1) an entrepreneur and (2) an enclave are particularly relevant.
Perhaps the most salient definition of an entrepreneur is an agent who foresees and profits from risk during times of variability (Sahin, Nijkamp & Baycan-Levent, 2007) . Despite its intuitive simplicity and obvious truth, it is also a definition that is difficult to implement in an empirical data analysis. For the purposes of the current analysis, we define entrepreneurs as individuals who are -business owners‖, so that in fact they may not be -entrepreneurial‖ in the sense meant by the earlier definition, but it will be possible to gather data on their actions, motivations, and the outcomes of these motivations and actions.
An enclave is generally defined as an -ethnic enclave‖ in the literature rather than an -immigrant enclave‖.
This means that there is a particularly high concentration of individuals of a specific ethnicity in a geographical area.
In terms of defining an area as an -enclave‖ or a non-enclave, there is a degree of malleability in where to assign the cutoffs in terms of percentage representation. In terms of the descriptive statistics, the definition we employ for an enclave is that the representation of immigrants in the area must be approximately three times the representation of immigrants in the United States. Similarly, a quasi-enclave must have approximately the same representation of immigrants as in the United States as a whole (approximately 11 percent in the U.S. on average).
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The issue of where to create a cutoff for what defines an enclave vs. a non-enclave (or a -quasi-enclave" as will be explained further in the text) is an issue in the descriptive statistics, but it is not an issue for the statistical/regression portion of the analysis. Essentially, because we are using the percentage representation of the immigrant/ethnic group in the location, we do not need to explicitly control for any type of cutoff but assume a constant effect of the percentage representation. In the current analysis, we attempt to bring together these concerns in our use of the definition of an enclave. We examine immigrant and ethnic enclaves, employing a measure of immigrants in the area (and also stratifying the immigrant representation by own-ethnic background) as well as controlling for the overall representation of the ethnic group in the population. In this way, we are able to examine how immigrants of a particular ethnicity affect the outcomes of the entrepreneur in addition to the effect of other non-immigrants living in the area who are of the same ethnicity as the entrepreneur. One could, therefore, consider our methodology as similar to either the use of a differencing approach to account for productivity variation by ethnic background; or to an exposure or relative cluster method of regression analysis (Warman, 2007) .
The final issue regarding structure undertaken in this analysis regards the demand created by immigrants in enclaves. Specifically, it is entirely possible that although entrepreneurs in enclaves or non-enclaves differ in profits garnered, this is at least partially due to differences in the nature and needs of their customer base. To address this issue, we controlled for the primary market of each entrepreneurial venture. Unfortunately, the degree of nonresponse to the primary market question made the use of this variable extremely problematic and was, therefore, restricted to a robustness check.
2.b. Endogeneity Issues: Location and Ethnicity
There are two relevant types of endogeneity which are both addressed in turn during the course of the present analysis. 11 (1) Location selection of entrepreneurs. (2) Inherent productivity differences of entrepreneurs which may lead to differential rates of entrepreneurship and success by ethnicity.
Location selection: Entrepreneurs may sort into locations providing a more favorable economic climate for their entrepreneurial venture. In particular, for the purpose of this analysis, the entrepreneurs may choose to locate in 10 Specifically, see Edin, Fredrikkson, & Aslund (2003) to see how a similar structure is used in assigning cutoffs for ethnic enclaves. 11 Chowdhury & Pedace (2008) includes an extended section discussing the different possible instrumental strategies used in the literature that have been used to account for the two types of selection that are to be mentioned in this section of the analysis.
an enclave community if the benefits of doing so outweigh the costs. Many authors simply choose to ignore this possibility of selection due to the difficulty of dealing with this problem empirically, and also due to prior indications that location selection of immigrants is not a severe problem in regards to wage or employment outcomes. Another possibility is to focus on the MA/MSA level of analysis as the relevant measure and assume that even if there is immigrant sorting geographically, it will occur at a finer level than the MSA, and there will be little movement between MA's.
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The current analysis follows this MSA-focused approach in structuring the instrumental variables strategy to account for selection. The analysis uses the zip code level variables representing fraction foreign born in the baseline regressions and next instrument for zip code measures using MSA-level measures of fraction foreign born.
This strategy allows us to account for the possibility of endogenous sorting by location and determine if this sorting is responsible for our initial results. The similarity of coefficients we find in our baseline and in our instrumented regressions implies that location selection of entrepreneurs is not the determining reason for the effect of immigrant enclaves in our baseline regressions.
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Ethnicity: One method used to account for the possibility of the endogeneity of ethnicity due to inherent productivity differences of entrepreneurs is to create a differencing estimator where the baseline category used is -white‖ ethnicity, and all other ethnic categories are compared to this baseline. There remains, however, the additional problem of disentangling the effect of ethnic composition of the surrounding community from the effect of the ethnic composition of the immigrants in the enclave. For this reason, the later part of the analysis uses controls for the percentage of immigrants of each type in the area. 14 These percentages are interacted with the immigrant status and race of the entrepreneur him/herself (i.e. immigrant/nonimmigrant). Additionally, we control for the percentage of each ethnic group making up the enclave. In this way, it is possible to determine whether the effect of living in the enclave differs by ethnicity of the immigrants in the area, the characteristics of the entrepreneur, or other the general population in the enclave.
2.b. Methodology
The ultimate purpose of the analysis is to determine how the characteristics of entrepreneurs, their businesses and the communities in which they reside affect the success of their ventures as measured by profitability. 15 Formally, for firm i in community j we have: Because the outcome variable is profits, assumed continuous, with censoring at zero profits we employ a one-limit Tobit structure as our baseline regression structure. Notice that this baseline will need to subsequently be modified due to issues of selection by location and productivity variation by ethnicity s explained earlier in the analysis. It is, however, a good first step in establishing the effect of percentage foreign born and the nativity of the entrepreneur in affecting firm profitability. The baseline Tobit is specified as:
Inter , is a vector defined as:
Inter ForeignBorn ForBornPerc PercEthnic Ethnic ForeignBorn PercEthnic Ethnic 
In this specification Success* is the latent dependent variable and Success is the observed variable, L, represents the lower limit of censoring which in our example occurs at zero profits. We choose to introduce interactions between 15 Throughout this methodology section it should be noted that the actual empirical regressions used a ln-ln specification. We felt this was appropriate given a Cobb Douglas or CES functional form. We experimented with various other functional forms but found that the model fit was best with the traditional production function form as specified. the percentage foreign born in the area as well as whether an individual is foreign born in order to explicitly allow for the possibility that there is a differential effect of locating in an enclave if one is foreign born vs. if one is native born.
Issues of Endogeneity:
(1) Selection by location:
In order to account for selection of individuals by location, we next create an instrument for the percentage foreign born at the zip code by using MSA level measures ( j ForBornPercMSA ). This part of the analysis to examining the regressions without interaction terms to increase intuitive simplicity. Specifically, if we were to approximate our instrumental variables regression (actually run) with a two-stage-least-squares estimator, we would have:
The actual regression used is, however, an MLE which approximates this theoretical structure.
(1)Productivity Differences by Ethnicity:
We account for productivity differences by ethnicity through the use of control characteristics of the percentage representation of various ethnic groups in the location of the entrepreneurial venture. These controls are added into the baseline specification, the specification that controls for selection, as well as those specifications that are included in the robustness portion of the analysis.
We also use a second method of controlling for differences in productivity by ethnicity. This method controls for both the overall representation of foreign born individuals as well as the representation of foreign born individuals from various different ethnic groups. In this way, we can tease out whether the effect of immigration is due to the prevalence of one or other of the immigrant groups in the population. We do not, however, use this specification beyond the baseline level of analysis since an instrumental variables approach was not as intuitively straightforward as using the percentage of foreign born in a general sense.
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Robustness Analyses:
Towards the end of the analysis, we perform a series of robustness checks, using (a) a sample of only one-owner firms, (b) a balanced panel of firms that survived throughout the period in question, and (c) a Probit analysis for whether firms had positive or non-positive profits rather than specifying the actual amount of positive profits of the firm in question. The first two robustness checks were performed using a simple change to the data employed, while the third robustness check required a slightly different regression analysis structure. The logic for the third robustness check is as follows: Using a continuous value for positive profits, but censoring negative profits at zero will tend to miss a portion of variation in our success measure. To make the outcomes symmetric, the Probit structure, while losing some amounts of information on actual level of positive profits, has more of this symmetry embedded into it. We did not choose the Probit as our baseline because it misses a portion of key variation for -amount‖ of profitability, but it serves as an appropriate robustness check for the aforementioned reasons. The Probit analysis gives us
where  (.) represents the cumulative normal distribution function and the variable Success has been recoded from a continuous variable to a binary one (1=positive profits, 0=non-positive profits).
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16 Instrumenting for the percentage of particular subgroups tends to have a less powerful first stage and hence a less appropriate first stage in a two-stage regression structure than instrumenting with the overall percentage of foreign born in the area. 17 We have employed -non-positive profits‖ rather than distinguishing between negative and zero profits separately in these specifications. We made this choice of empirical specification because separating out firms with zero profits from firms with negative profits would have forced us to take a strong stance on the reasons for exit of firms in our sample, i.e. due to failure or non-response. These exit rates are calculated based on all firms reporting data in the third follow-up survey or have indicated a permanent closure in prior surveys. We exclude non-responding firms from the sample. Therefore, an issue of non-response versus exit bias exists in the data. We conduct a robustness check of our multivariate results later in the paper to confirm that our multivariate results are robust under alternative assumptions of exit. These data issues meant we were less constrained theoretically when grouping together firms who had zero with those who had negative profits. In this case we were able to say that all non-positive profit firms were successful, and could make the (weak) assumption that even firms who did not state their profits due to non-response were probably not positive profit firms. We felt that the issue of firm sample exit was serious enough to allow us to focus our attention on the question of what makes firms -succeed‖ and hence group together negative and zero profit firms in answering this question. 18 It may also be argued that throughout the previous specifications we are using a form of cultural social capital at the neighborhood level. We do not, however, explicitly employ this variable in our model specification since it is represented by the The comparison of the Probit and the Tobit structures also provides the key insight of the importance of censoring in our data.
Data and Motivation for Variables Employed
3.a. Data
The This research uses a subset of the KFS confidential data. The data used include those firms that were present in the initial sample, but exclude those firms with missing data regarding primary owner characteristics or that could not be merged with the Census demographic information described below. We also removed those firms that failed to respond to the third follow-up survey, but had otherwise not reported a permanent shutdown of operations. 21 This reduces the sample size to 3328 observations. In this way, the panel data was used to form a one-year cross-sectional dataset with some key restrictions. The KFS variables for age, education, firm assets, and profit were created from survey responses. In the cases of an initial response of -Don't Know‖, each survey respondent was probed to answer the question by selecting an appropriate range. 22 We assigned the midpoint of the other variables in the regression. For example, the community characteristics and in some sense foreign born percentage in the neighborhood are also proxies for cultural social capital. 19 We make use of the confidential KFS data, which were securely accessed through the National Opinion Research Center at the University of Chicago. All results have been reviewed to make sure that no confidential data have been exposed. More information regarding the KFS can be found at www.kauffman.org/kfs. 20 Additional information regarding the KFS survey methodology is described by Ballou et. al (2008) . Of note is the fact that our standard errors were heteroskedasticity robust. The weighting procedure did not allow for clustering of standard errors in this survey structure at the zip code or the MSA-level of analysis 21 We provide a robustness check to verify that the exclusion of these firms does not alter the nature of the multivariate results presented in that study. 22 In the case of owner education, we created a continuous variable to reflect the approximate number of years reflected by the categorical response (i.e. college degree=4 years).
respective range as the value for each of these continuous variables. For businesses with multiple owners, a method similar to Robinson (2009) and Ballou et. al (2008) is used to determine the primary owner. The primary owner is determined by the individual with the largest equity share in the baseline year. In cases where two or more individuals own an equal share of a business, the primary owner is determined by hours worked, equity invested, and a series of other variables documented in Ballou et. al (2008) . The ethnicity of the primary owner is assigned as one of the following: white, black, Asian, or Hispanic. Owners indicating multiple ethnicities are classified using a hierarchy of (1) Hispanic, (2) black, (3) Asian, and (4) 
3.b Variable Motivation
When considering the impetus for why individuals choose careers in entrepreneurship, there are several main strands in the literature: (1) demographic characteristics of the entrepreneur, (2) financial considerations, (3) social/cultural capital and ethnic capital, (4) psychological characteristics of the entrepreneur, (5) institutional and 23 We exclude those firms with primary owners that list ethnicity as "other", but such an exclusion does not change the nature of the results presented later in the paper due to the relatively small number of owners indicating such a classification. 24 The specific summary level used in the SF3 files is the census 2000 5-digit MSA/CMSA code. ZCTA's in the Census are in close accordance with USPS zip codes. USPS zip codes which do not have a ZCTA coding are generally those which are created for a particular business. For more information on the concordance between ZCTA's and USPS zip codes see: http://www.census.gov/geo/ZCTA/zctafaq.html#Q10 25 We categorize ethnic groups in a similar ordinal manner as that applied to primary owners. 26 Robustness checks were performed by altering the definitions of enclave and quasi-enclave and similar results were found.
legal factors, (6) economic climate of the surrounding area. These characteristics are useful not only for an analysis of why individuals choose to become entrepreneurs, but also in an analysis of whether the entrepreneurial ventures tend to be successful-such as the present analysis. Some of these factors are more important to economists while others are mainly the focus of sociological research. In the following section we focus on (1) demographic characteristics, (2) financial considerations and (6) economic climate. 27, 28 We divide these characteristics into those characteristics related to the firm or entrepreneur and those characteristics of the geographic area in which the new business is located.
3.b.1. Entrepreneur and Firm Characteristics:
A brief list is provided of the firm level characteristics that are thought to be most highly correlated with entrepreneurial intentions and the success of the venture. The majority of these variables are employed as right hand side variables or in stratifying the data in the current analysis.
Age, Education, Work Experience: The age of owners has be included in numerous studies on entrepreneurial decisions and outcomes as both a variable of interest as well as a control variable (Evans and Leighton, 1989; Evans and Jovanovic, 1989; Robb and Robinson, 2009) . While age may serve as a proxy for accumulated assets by the owner, experience, or education, we control for these variables as well. Accordingly, age most likely proxies a measure of emotional maturity or risk aversion of the owner.
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Higher levels of education are thought to positively correlate with entrepreneurial success. It is possible that there is a nonlinear relationship between success and education, with the highest levels of education, postdoctoral fellowships, very strongly related to success of startups and particularly those in some high-tech sectors. 30 For this reason, we initially tested for nonlinearities in the effect of education, as well as testing a baseline linear specification. We determined empirically, however, that a linear specification did not yield substantively different results from a nonlinear specification.
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27 Some authors have focused on the relationship between these various characteristics as well as how each acts in isolation. See for example (Oliveira, 2007) 28 We do not focus our attention on (6), however, it should be noted that in a dataset with a longer time-frame legal and institutional factors will indeed play an important role due to changes in the institutional climate over time. 29 Notice that although the age of firms is also a key characteristic in driving firm outcomes, since firms in the sample are all the same age here, the point is irrelevant to our study. 30 In the Hunt (2009) examination of the relationship between Visa status and entrepreneurial outcomes, she finds that postdoctoral fellows have a significantly higher positive impact on entrepreneurial success than a purely linear relationship would indicate. 31 Whether the education was earned in the sending or receiving country of the immigrant is also highly correlated with immigrant success in the host country, however, this information on location of education is not available in the data. See Hunt (2007) for a discussion of country of educational attainment and how this relates to entrepreneurial success. Note that if year of Earlier researchers (for example, see Delmar and Shane, 2006; Van Praag, 2003; Bates and Servon, 2000) have found that the prior work experience of the owner plays a large role in the success of new businesses. We include a variable indicating the number of years of industry work experience to address this influence on profits.
As expected, we find that experience is highly correlated with success of ventures. More specifically, entrepreneurs with experience in the particular area of the venture are found to choose and to succeed in ventures in this self-same area.
# of Entrepreneurs:
In the Kauffman Firm Survey described in the next section, sixty-three percent of the entrepreneurial ventures are single-owner firms. Of the residual, the majority are two-partner firms. While the number of partners in the entrepreneurial venture has been found in the literature to be negatively correlated with success of the entrepreneurial venture, we found only limited evidence of such a phenomenon in our data.
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Therefore, our methodology, described in the next section, assigns a primary owner to each multi-owner firm as previously described.
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We also perform a robustness check to verify that our results do not differ when only single owner firms are included in the analysis. and are supplemented with community resources and bank loans. 35 However, the liquidity constraint of forming a new businesses may limit the potential of new businesses. Recent works seek to identify the impact of different types and timing of funding and credit constraints of new businesses as well as the differences in such types across ethnic groups (Eckhardt, Shane, and Delmar (2006); Scott, 2009; Robb and Robinson, 2009; Robb, 2008, Holts-Eakin et. al, 1994 ) . In the current analysis, we considered breaking out access to resources by type.
However, such an approach did not significantly alter results for the variables of interest in the analysis. For this reason, we chose to focus on total financial assets of the entrepreneur. This is a measure of total access for the business venture.
arrival were available, then it would be possible to infer where education was obtained for at least a large fraction of the sample using age, potential experience, years of education and year of arrival. 32 See Chaganti, Chaganti & Treichel (2007) . We have also examined the influence of the number of owners on profits using methodologies similar to those presented later in the paper. The (unreported) results indicate no significant statistical relationship at conventional levels between the number of owners and profits. 33 We considered two possible methods for determining the demographic characteristics of interest noted in the current analysis. We could either use the average of the characteristics of the multiple partners in the firm, or we could use the characteristics of the primary owner of the firm. We believe that the method we chose of using the characteristics of the primary owner of the firm. 34 This variable could equally well fall under the category of financial considerations. It was placed under demographic variables because it is a characteristic of the entrepreneur and/or firm rather than reflecting the community-level measures we use in the financial considerations type of variables. 35 Raijman (2001) discusses typical sources for entrepreneurial funding. Although RCA's are mentioned here, they are discussed in more detail in the section where they more appropriately belong on social and ethnic capital.
3.b.2 Social and Economic Climate:
In this subsection we examine influences on the new business that are external to the firm. All of these variables are measured at the community level; however, owner characteristics are used in the analysis to identify external influences specific to certain firms.
Income and Poverty: the impetus for using the poverty rate and median income is straightforward. A higher median income and lower poverty level indicate a more -well-off‖ population in the area, which likely forms a portion of the new businesses customer base. The inclusion of poverty levels and employment rates into the estimations alongside median income did not result in a either a significant coefficient or substantive change in the coefficients on the other variables. Thus, the use of the median income of a zip code seems to adequately address income influences on the sample.
Social Capital: Tiebout (1956) examined the idea of geographic sorting of individuals based on neighborhood characteristics and came up with a selectivity sorting model. This idea later evolved into the idea of club theory and finally into the concept of social capital as the focus for how communities are related to individual geographic decisions. Social capital has subsequently undergone changes in how it is perceived, going from a -resource‖ to an -economic good‖ to currently being considered a private good with externalities (Galbraith, Rodriguez & Stiles, 2007) . 36 Within this framework, it quickly becomes apparent why social capital is important, namely, it is a way to capture the effect and influence of communities on individual choices and behavior. In the context of entrepreneurs, it captures the ties between individuals and members of the community that facilitate the growth and prosperity of the business venture.
Entrepreneurial ventures rely on these community resources in various ways, and a substantial portion of the literature has focused on how community resources are concentrated in enclaves. These resources can be explicitly financial via the availability of capital backing, or less explicit via the provision of a clientele, labor, or a recruitment process for the business (Sahin, Nijkamp & Baycan-Levent, 2007) . 37 It is also clear that entrepreneurs 36 The definition of social capital is in flux at this level of analysis as well. Social capital can be perceived as a quasi public good because it is non-rival but excludable. As communities grow, however, social capital is more likely considered a -pseudo public‖ good since there efforts are made to exclude others who are not in the community from benefitting from its use 37 The most common financial method of measuring capital is the Revolving Credit Association. The use of Revolving Credit
Associations is a common practice in many ethnic and immigrant communities (with the notable exception of the black community), however, numeric evidence regarding the frequency of use of RCA's is difficult to ascertain due to data collection and misreporting concerns. Although these Revolving Credit Associations (RCA's) are not officially illegal, many members of the RCA believe them to be illegal and so underreport their use when asked about them in survey data analysis. This misperception may be fostered by the frequency of illegal practices engaged in by RCA's including usury and non-reporting of income to the IRS. An additional problem with gathering data regarding RCA's involves ambiguous wording frequently used on survey questionnaires on this topic. See for example Light, Kwuon & Deng, 2004 . There is also little data within the KFS on whether individuals were in receipt of any RCA funds in supporting their business.
are more likely to take advantage of these types of resources at earlier stages of the business's growth, with laterstage businesses being less likely to use this type of capital and more likely to strike out from the folds of the enclave. It is also more useful for the smaller businesses than for the medium or larger sized ventures. Thus, as the venture grows in size and ages, it is less likely to use the resources provided by the folds of the enclave community, and it is more likely to move beyond it into the realm of standard financial mechanisms of the dominant culture.
Findings
Descriptive Statistics
This subsection provides descriptive statistics that contrast the differences that vary by (a) the country of the primary owner's birth and (b) the enclave status of the zip code where the business is located. As noted earlier,
we define an immigrant enclave as a zip code where over thirty percent of the population is foreign born. We define a quasi-enclave as a zip code where ten to thirty percent of the population is foreign born. A non-enclave is a zip code with a foreign born population under ten percent of the total zip code population. Despite the arbitrary nature of these cutoffs, they are used here for expositional ease in contrasting the data across areas of varying immigrant populations. The regression results presented in the next subsection utilize a continuous measure of the foreign born population in each zip code.
When classifying firms based on the country of birth of the primary owner, we find that 10.4 percent of all firms in our sample have a foreign-born primary owner. Notice that this is quite similar to the representation of foreign born in the U.S. as a whole which we found from Census 2000 data to be approximately 11 percent. Figure   1 shows the zip codes in the United States where ten percent or more of the population is foreign born. The areas of the United States with a relatively large portion of immigrants typically tend to be located near cities, coastal areas, and the United States-Mexico border. Table 1 displays the breakdown of firm location conditional on owner type. The data show that on average native-born entrepreneurs gravitate towards non-enclaves (non-enclave=70.9 percent, quasi-enclave=24.1 percent, enclave=4.9 percent), while foreign-born entrepreneurs are more concentrated in enclaves and quasi-enclaves (nonenclave=35.0 percent, quasi-enclave=40.6 percent, enclave=24.3 percent). Table 2 shows detailed demographic characteristics of the primary owners by their birth location. On average, foreign-born owners are more likely to be male, younger, and non-white. Likewise, we find that foreignborn owners have less industry work experience. Foreign-born owners have higher levels of education than their native born counterparts. We also find that foreign-born owners tend to be from just slightly wealthier locations Owners in quasi-enclaves do, however, have a significantly higher level of education than owners in non-enclaves.
It is also the case that there are fewer home based businesses in enclaves and more service firms than in nonenclaves.
The difficulty in conducting businesses in an immigrant enclave can be readily seen in Table 2 . Table 2 shows the pronounced difference in profits across enclave types. Non-enclave firms have a substantially higher mean level of profits. However, there is a large variation in fourth-year profits for each enclave type, thus, these differences across enclave classifications are insignificant. Similarly, the percentage of businesses with positive profits after their fourth year is substantially higher (46.7 percent versus 33.0 percent) for those located in nonenclaves. Similarly, a larger percentage of firms (24.7 percent versus 17.8 percent) located in enclaves shut down operations by the fourth year as compared with those located in non-enclaves. The analysis presented in the next section shows that a negative, significant relationship between success, as defined by fourth-year profits, and the fraction of foreign born residents in the area is retained once a series of control variables are applied via regression analyses.
Another reason that may lead to the lower level of profits experienced by businesses with foreign-born owners and those located in immigrants enclaves may be the customers that these businesses serve. Table 3 shows the portion of firms that consider their primary customer to be located one of the following: neighborhood, city, regional, national or international. For example, 11.7 percent of all firms consider their primary customer to be located within their neighborhood, while 3.2 percent of all firms do most of their business overseas. Foreign-born individuals are more likely to focus on the two extrema of geographical categories (neighborhood and international).
Similarly, those firms located in an enclave are also more likely to serve local customers than their non-enclave counterparts (16.5 percent vs. 11.3 percent) . Similarly, 6.3 percent of enclave-based firms sell primarily to international customers, which is significantly higher than the 2.1 percent of non-enclave businesses. Thus a pattern exists where enclave and foreign-born owner firms tend to target both the local and the international market more heavily while non-enclave and native born firms will tend to target the regional and national customer base at higher rates.
Regression Analysis
The regression analysis begins by determining how profits for entrepreneurial ventures differ as the percentage of foreign born in the zip code of the entrepreneurial venture varies and when the primary owner is foreign or native born. Tables 4 and 5 An examination of Tables 4 and 5 makes it apparent that a higher percentage of foreign born in a zip code lowers the profit of businesses (coefficients ranging from -7.66 to -9.232 and all statistically significant at the 1 percent level). It is also clear that being a foreign born versus a native business owner makes no difference for profits of the firm (the coefficient never reached conventional levels of statistical significance). Some additional results coming out of this regression are the positive relationship between median income in the zip code and profits; the fact that women, black owners, and older owners all do worse in terms of profits; and having more education, work experience, or assets in the business is seen to positively affect profits. In terms of business type, home-based businesses do worse and service-only businesses do better. We also find the interesting result that a higher percentage of black individuals in a zip code is indicative of a higher level of profits for the venture. If we were to conclude the analysis at this point, however, we would not have addressed the issue of endogeneity due to location selection laid out earlier on in the analysis. For this reason, we follow our baseline specifications by controlling for location selection of immigrants in Tables 6 and 7 . Notice that we have already controlled for ethnic productivity differences by including percentage representation of various ethnic groupings. Table 7 will also serve to control for the possibility of differences in effects of enclaves on immigrants versus native born entrepreneurs as well as controlling for a variety of characteristics of the general community and the sub-community consisting of immigrants in the relevant area. Table 6 examines the locational selection question by employing an instrument for zip code choice using MSA of the firm. In particular, we now consistently control for the percentage of foreign born as well as whether the owner is foreign born in each of the regressions, and we vary the included controls for the percentage of the various racial groups located in the area. Due to missing MSA-level data, the sample size is restricted to 2775 firms. 38 Columns 1-2 show Tobit results similar to the Tables 4 and 5 , but applied to the restricted sample. The remaining columns show the results when the instrument is applied. Columns 3 and 4 do not include percentage racial group representation while columns 5 and 6 include these variables. Once again, the demographic controls employed within the regression analysis are varied across columns.
The results from Table 6 support our findings in Tables 4 and 5 with a negative effect of percentage foreign born on profits and an insignificant effect of whether the primary owner was foreign born. The significance of the percentage foreign born effect does, however, drop from the 1 percent to the 10 percent level when zip-code level ethnic group populations are applied in columns 5 and 6. It is clear, however, that the sign of the effects supports the idea that enclaves negatively effect profits while being foreign born has no effect. It is also apparent that the magnitude of the effect actually increases after controlling for these ethnic representations. In communities where there is a high percentage of foreign-born individuals, there are also more minority group members in general. Since the effect of minority representation is positive and foreign born is negative, leaving out the percentage minority 38 Some zip codes were not able to be linked to corresponding MSAs. Additional missing MSA data, applied in Table 7 , also resulted in the reduction of the number of observations. controls will bias downwards in magnitude the effect of the percentage foreign born variable, i.e. classic omitted variables bias. Table 7 introduces a more complete analysis with cross-effects examining the interaction of whether an individual was foreign born and the percentage foreign born in the locale, as well as the interaction between these two variables with own and location ethnicity specifications. We have also included some additional variables related to ethnic group and foreign born in the area. Specifically, we control for the average income of self employed group by ethnicity, the median income by ethnic group, and the fraction of foreign born living below the poverty line.
The results from the regressions in Table 7 which control for disaggregated effects by ethnic backgroundusing both representation of foreigners by ethnic group as well as the percentage of the total population by ethnic group-indicate a similar pattern to earlier regressions which did not control for ethnic background. Column 5 introduces controls for the percentage representation of foreign born by ethnic group. These coefficients and standard errors are not shown because none of these variables were significant in the column 5 regression, although the percentage representation of foreign born overall did continue to be significant. Specifically, the percentage of foreign born still negatively relates to profits, as does whether the owner is black. Whether the owner is foreign born still does not seem to matter. Some additional results which are new to this specification are the cross effect term i.e.
Foreign Born * %Foreign Born. Foreign born individuals do experience a positive effect of being located in areas with higher foreign born populations; however this effect is not statistically significant in any of the specifications.
We also find that the fraction of foreign born below poverty and the median income of the ethnic group does not make a difference in affecting profits-showing that this measure of community characteristics or social capital is not relevant in affecting profits. We can also note that the magnitude of the effect of percentage of foreign born has increased from the earlier Tobit specifications in Tables 4 and 5 but the size of the coefficients is still not quite as large as those we are seeing in the IV regressions with full controls in table 6. Our interpretation of these results us as follows: the effect of being in an enclave has several location specific determinants such as the ethnic makeup and the income level of the surrounding population. We also see some evidence that the effect of enclaves may vary based on whether the entrepreneur is a foreign born or native individual. For these reasons, when we introduce a full set of controls in Table 7 , our results reflect this complex set of interactions and more accurately depict the effect of enclaves and nativity on firm profits
In summary, we can say that after controlling for a number of demographic characteristics, location selection, and ethnic background; being foreign born does not appear to be a detriment to firm profits, while being in a higher percentage foreign born area does. The next section discusses robustness checks and how our results vary given slightly different specifications.
Robustness Checks
Our robustness analysis tests four basic assumptions or exclusions, which we now lay out in turn. (1) We have assumed that using a Tobit analysis was a useful restriction for our analysis, however, it is possible that the main thrust of our results will remain unchanged when we move to a simple uncensored logistic or probabilistic regression format. (2) We excluded firms that failed to respond to the third follow-up survey (fourth year of operations), but included those that indicated that they had permanently stopped operations. (3) We have assumed throughout the course of the analysis that using the characteristics of the primary owner is sufficient to determine demographic background of the entrepreneurs in both single owner as well as multi-owner firms. (4) The previous results do not control for the geographic location of a firm's business, which varied notably across enclave specifications in the aforementioned descriptive statistics.
We first examine a Probit specification similar to the Tobit model already discussed. The first column of Table 8 shows the baseline specification of the model. The second column adds in controls for both neighborhood ethnic composition and owner characteristics. The third column is an IV Probit specification similar to Table 6 and the fourth is a Probit specification with a cross effect between foreign born owners and the percentage foreign born in a zip code. Table 8 clearly shows that the sign and significance of the right hand side variables is the same when using a Tobit and a Probit specification. It is clear, however, that the size of the coefficients varies from the Tobit format because of the differing specification of the functional form. It is reassuring to note that there are not any substantive variations from our Tobit regressions. We can also note, similarly to the Tobit specification, that when the percentage of a particular ethnicity included then the magnitude of the coefficient on the percentage foreign born. Further, the inclusion of either an IV specification or using the interaction term also increases the importance of the percentage foreign born, which suggests that the characteristics of locations are indeed important determinants of our results. Table 9 examines how using samples based on alternative assumptions affects our results. The first two columns utilize all possible firms including those with a missing response to the third follow-up survey. We treat these firms as though they have zero profits in their fourth year. Columns 3 and 4 of Table 9 apply a balanced panel approach. In order to retain the largest number of firms in the sample, we have worked with all firms in the dataset including those that exited (and confirmed their exit) from the market at some point during the sampling period. To condition on a higher degree of similarity between the firms in terms of how they have been performing and based on response levels, the balanced panel analysis focuses only on firms which have remained in the analysis throughout all years of the sampling period. The use of either the full sample of firms or the balanced panel not only results in similar coefficients in terms of sign and significance, but the magnitude of coefficients remains remarkably similar to the prior specifications in Tables 4 and 5 . These results, respectively, suggest that our prior results are not driven by non-response and exit biases. Once again, we notice the importance of controlling for ethnic representation in the population as the effect of percentage foreign born actually increases as these controls are introduced.
We have assumed throughout the course of the analysis that using the characteristics of the primary owner is sufficient to determine demographic background of the entrepreneurs in both single owner as well as multi-owner firms. It is possible that this is a simplification that will bias results and, therefore, in Table 10 the analysis is restricted to single-owner firms. Here, using the characteristics of the primary owner will not lead to a loss of information on the other owners of the firm since they are entirely absent in this scenario. The use of single-owner firms not only provides similar results in terms of sign and significance, but the magnitude of coefficients increases.
It appears that these firms are more affected by a large fraction of the variables of interest. However, in the case of the IV specification of column 3, the coefficient on the percentage foreign born is no longer significant. The implication is that there may be some amount of precision lost in using the characteristics of the primary owner when there may be multi-owner firms involved. Additionally, in column 4 the coefficient on the interaction between foreign born and the percentage foreign born is positive implying that immigrant entrepreneurs may in fact derive some benefit of residing in the enclave as compared to the effect for non-immigrants. Table 11 displays the effect of controlling for primary market of the business venture. Local-and regionaloriented businesses suffer when compared to businesses targeted at any other of the primary markets (i.e. city, national, international). This may be related to industry breakdowns that are finer than the two-digit NAICS classification that we utilize, and this is a part of what is captured in the primary market story. It is also possible, as evidence by the somewhat decreased magnitude of the effect of percent foreign born, that primary market proxies unobserved ethnic and cultural traits of communities. Although this might be the case, the fact that percent foreign born remains large and significant implies that while primary markets may be a part of the explanation, it is not sufficient to entirely explain away the negative effect of enclaves on firm profitability.
Conclusions and Extensions
During the course of our analysis we examined (a) the effect that having a higher percentage of foreign born in a locale and (b) the primary owner being foreign born had on firm profitability. We controlled for location selection by using MSA community controls for zip code level characteristics, and we examined the differential impact by ethnic group of interest. After these methods of controlling for endogeneity were employed, and various robustness tests were performed, the effect of being a foreign-born owner was not a statistically significant influence on profits, while the percentage of immigrants in the locale had a consistently negative impact on firm profitability.
We also examined the differential effect of the immigrant population on immigrant-and native-owned firms; an effect that would suggest that foreign-born owners are more suited to navigate the social and cultural difficulties of operating in areas immigrant populations. However, such an effect is insignificant for the majority of our results.
This lack of success by both immigrant-and native-owned firms has negative implications for the economic development of areas with high immigrant populations. An understanding of these difficulties is essential for the establishment of both public policy and private business strategy leading to successful economic growth in areas of high immigrant populations.
In understanding the reason for our negative relationship between percentage foreign born and the profitability of firms, we conclude by presenting several competing hypotheses: First, immigrants may tend to locate where competition between firms is high and our instruments for location selection can not fully control for this endogenous choice of location. Notice that we chose not to introduce MSA-level fixed effects to condition out location specific factors since we believe that this will simply condition out our variable for the percentage representation of immigrants. Second, in a similar vein, although we have introduced controls for poverty measures and income in the area, it is possible that there is an unmeasured difference between high-immigrant and regular populations that is related to income and savings rates. We think that in particular it will be difficult to capture remittance rates at the zip code or MSA level since there will be the tendency to misrepresent remittance by immigrants. As a result, measures of income may be slightly biased and the immigrant population may thus still be picking up these measures of income which are not officially recorded in the income due to remittances. There is currently no way to condition out this type of bias if it does exist. Third, it is always possible that finer distinctions between the various immigrant groups be made in order to account for distinctions between immigrants of the same ethnicity who are actually from different countries. For instance, many immigrants who are officially of the same ethnicity in the -broader‖ sense would actually not patronize one another's business because of nationalistic and cultural differences. While this may be a concern, the lack of statistically significant results for any of the particular ethnic foreign born representations above and beyond simply the representation of foreign born overall implies that this influence is not a primary explanation of our results.
Appendix: First Stage Results
In constructing the relationship between percentage foreign born at the zip code and the MSA level for use in the instrumentation strategy, we formed Appendix Notes: Robust standard errors are in brackets. *, **, and *** denote significance, respectively, at the 10%, 5%, 1% levels. 
